Page  1  of  6 


Tarrant  County  Texas 
1 1/30/201 0  8:22  AM  D210293400 

PGS     6  $36.00 
Submitter:  ACS 


DALE  PROPERTY  SERVICES,  LLC 
ATTN:  RECORDING  TEAM 
500  TAYLOR  ST.  STE  600 
FORT  WORTH,  TEXAS  76102 

Submitter:  DALE  PROPERTY  SERVICES,  LLC 


SUZAMME  HEMDERSOfca 
TARRANT  COUMTY  CLERK 
TARRANT  COUMTY  COURTHOUSE 
100  WEST  WEATHERFORD 
FORT  WORTH,  TX  761%-0401 


DO  MOT  DESTROY 
WARMIMG  -  THUS  IS  PART  OF  TOE  OFFICIAL  RECORD 


ELECTRONICALLY  RECORDED 
BY  ERXCHANGE 


Electronicallv  Recorded 

Official  Public  Records 


Suzanne  Henderson 


Page  2  of  6 


NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY 
REMOVE  OR  STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  FROM  ANY 
INSTRUMENT  THAT  TRANSFERS  AN  INTEREST  IN  REAL  PROPERTY  BEFORE  IT  IS  FILED 
FOR  RECORD  IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER. 


Producers  SS  (4-S9)— Paid  Up 
With  640  Acres  Pooling  Provision 
STANDARD  LEASE  W  OPTION  v.  5 


EiectronicaliyR^corded  ] 
Chesapeake  Operating,  Inc. 


THIS  LEASE  AGREEMENT  is  made  this  2M  of  October.  2010.  by  and  between  SCH  Properties,  LLC  a  Texas  limited  liability  company  whose 
f^If^E00  North  KfeMand  Kins.  Tx.  761S0-47S2.  as  Lessor,  and  Chesapeake  exploration  i_i_can  Oklahoma  lmihi 

UAB1UTY  COMPANY,  whe^  s^rre*  *  P.O.  Box  1S496.  Oklahoma  Cftv.  Ofclahom*  aslcssel  AM  printwj  pnrtirttU  rf^iwJJw  ^L^ZT^^Z 

party  hereinabove  named  as  Lessee,  But  all  other  prcvtsioiefincftjrringtheccimp^ 

1.  In  consideration  of  a  cash  tonus  in  hand  paid  and  the  covenants  herein  contained.  Lessor  hereby  crams,  teases  and  tats  exclusively  to  Lessee  the  following  described 
lane,  norotnatter  called  leased  premises: 

ACRES  OF  LAND.  MORE  OR  LESS,  BEING  Lot  17  BLK  S.  OUT  OF  THE  Golden  Gardens  Addition.  AN  ADDITION  TO  THE 
CITY  OF  HaTtom  Qnv,  BEING  MORE  PARTICULARLY  DESCRIBED  BY  METES  AND  BOUNDS  IN  THAT  CERTAIN  PLAT 
RECORDED  IN  VOLUME        PAGE  221  OF  THE  PLAT  RECORDS  OF  TARRANT  COUNTY.  TEXAS. 

in  the  county  of  TARRANT.  State  of  TEXAS,  containing  J^J^  gross  acres,  more  or  less  fmciuding  any  interests  therein  vrt^Los^m^hereafiiy  acquire  by  reversion, 
prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  non  hydrocarbon  substances 
produced  m  association  therewith  Cincturing  geoprr/sical/setsmic  operation).  The  temi -gas- as  used  henSn  includes  helium  as 
well  as  hydrocarbon  gases,  hi  addition  to  the  above-described  teased  promises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter 
owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  abov&dcscribed  leased  premises,  and.  In  consideration  of  the  aforementioned  cash  bonus.  Lessor  agrees  to 
execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered.  For  the  purpose  of  determining 
the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct  wr^cractualiy  more  or  less. 

2.  Trus  Kasc.  which  is  3  'paid-up'  lease  requiring  no  rentals,  shall  be  m  force  for  3  primary  term  of  Three  f3l  years  from  OTe  date  hereof,  and  for  as  long  rhf-rrntift  or. 
oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantises  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is  otherwise  maintained 
m  effect  pursuantto  the  provisions  hereof. 

3.  Royalties  on  oil.  gas  and  other  substances  produced  and  saved  hereunder  shall  Oe  pais  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other  liquid  hydrocarbons 
separated  at  Lessee's  separator  tacSffles.  the  royalty  shall  be  Twentv-Five  Percent  ,  ,  Q$)%  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor 
at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  trarisportation  faciliSes.  provided  that  Lessee  Shalt  have  the  continuing  right  to  purchase  such  production  at  the 
wellhead  market  price  then  prevailing  In  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  fiekj  in  which  there  is  such  a  prevailing 
price)  for  production  of  similar  grade  and  gravity;  (b)  for  gas  (including  casing  head  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  Twentv-Five 
Percent,  (2S%cfthe  proceeds  realized  by  Lessee  from  the  sale  thereof.  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  other  excise  taxes  and 
me  costs  incurred  by  Lessee  in  deflverfng.  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase 
sw*produttonattfwprevaBirigwerih^  then 
in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  dote  00 
which  Lessee  commences  its  purchases  hereunder;  and  (c)  ft  atthe  end  of  the  primary  teirn  cr  any  time  tjiereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled 
Bierewnh  are  capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  or  such  wens  are  waiting  on  hydraulic  fracture  stimulation  but 

wen  or  wdls  are  e^  shut-in  or  production  there  from  is  n^  in  paying  quantities 

for  the  purpose  of  maintaining  this  lease,  if  for  a  period  of  90  consecutive  days  such  well  or  wens  are  shut-in  or  production  there  from  is  not  being  sold  by  Lessee  then 
Lessee  shall  pay  sl^Jn  royaty  of  one  dollar  per  acre  then  covered  by  this  lease,  such  payment  to  be  made  to  Lcsscrcr  to  l^ssc^s  credit  in  the  depository  designated  below 
on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  eachanniversary  of  theend  of  said  90-day  period  while  the  welt  or  wells  are  shut-in  or  production  there 
from  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by  opciatrons,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on 
the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production 
Lessees  failure  to  property  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due.  but  shall  not  operate  to  terminate  this  lease 

a.  AH  shut-m  royalty  payments  under  mis  lease  Shan  be  paid  or  tendered  To  Lessor  or  to  Lessor's  credit  in  at  icoso-'g  adfccss  sbovo  or  its  successors 
wh.cn  srraii  be  i^ssc^s  derjesitc^ 

checlc  or  by  draft  and  such  payments ©rterrfers to  Lessor orfotte deposit 

at  thelast  address  <nownto  Lessee  shall  constitute  proper  riaymem.  tftheaepositorysftouHliquioatew^ 

to  accept  payment  hereunder.  Lessor  shalL  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as  depository  agent  to  receive 
payments.  '  * 

mk^^S  ^^J^  if>J?ra9^Phrt:L2OVe'  *  im  3  ^  wt,i.cn  te  IncaP!,bIe  *  Producing  in  paying  quantities  (hereinafter  called  'dry  hole-)  on  the  leased 


„  „,   .        ,   _       Jeommef^cperaScTOfa-reworki^  production 

^^X^SJ^ZT6  t^^;^c  03=0  *  001  o0leiwise  W"9  maintained  In  force  but  Lessee  is  then  engaged  in  drilling,  reworttng  or  any  other 

^nS^,!^  £££ ISSSS^Z^SSl "?*  0p^£re  *"* *  productton  *r  gas  or  other  substances  covered  hereby.  astor^Satoas 
fZtzSXSS?  quangos  from  fteleasod  pretrwes  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of  producing  in  paying  quantities  hereunde? 

t^^S^T^  pn^55  !°m3^ns  *«"  «P**  °f  h  Payi"9  euarrfitios  on  the  tenedpnmte  or  lands  pooled  SS^^r(»^pSS 

Sna^excCTe^e^^ 

nertt.  ^  f         dWigafo"  »  pool  all  or  any  part  of  the  leased  premises  or  imerest  thereto  w» 

^  ^  B  "JSLSS  1  covcfed  >*  this  lease,  cither  before  or  after  the  commencement  of  production.  wh«ne^ss^e«^  U  no=S  or 

^^^J^^J^^^S^^     leased  pfemi3es-  OT  "«^n*r  pcoDng  authority  ex&s  v^m  respect  to  sucfS  tanlslr  i«eS  The 

hSSSSrnSLPSS "w"*  3  h°™°m[  a™?**™  **     exceed  SO  acres  plus  a  maximum  acreagttoterance  of  10%.  a^oTa^sWl  or  a 

^^Z^^^^^e.Z6t*1P  "**  *  «  ^  any  o^rernnTental  authority  havfcg  jurtsolcfion  to  60^  ^ItaSSS 

S^S9??'^  JT"  011 T^*1  S^^^fwve  the  meanings  prescribed  by  applicable  law  or  the  appropriate  governrr&ital  authority  or  K, nodefinttion  feso 

^Z^t^l^l  2S^,^l£20uaiOn  ^  "Mai  producing  conditions  using  standard  lease  separator  fadSties  or  equivalent  testing 


KrtS  ?^lS<^!Z,e,711 3U5ontyJ2r9  i"***"1-  <* 10  conft"Tn  *  any  productive  acreage  dctorninabon  made  by  such  gl^meMa!  a^onTln 
E2S?^SL  9h-t  0  01        a         <Ieaaraaon  describing  the  revised  unit  and  stating  «Z  effective  date  of  revfeion.  To  thVeaentl any  kXS 1  of  the 

uvwujuoLi^j  diiABuuigiy.  in  me  aosenco  or  procucuon  in  paying  ouarrtrtjes  from  3  unit  or  ucon  oem.Tnpnr  fiv.'nTirin  ttxnw,f  imm>.> 


"  "T*  •=«  «  aa  or  any  pan  01  tne  leasee  premises,  the  royalties  and  shut-in  royalties  payable  hermaiderforanvwcll  on  anv  nart 

*aJ'-»3?^2SS?f  f20f  L<2sorlfr  Lessce  hefeun<3er  ^  be  assigned,  devised  or  otherwise  transferred  kt  whole  or  in  part  by  area  and/or  by  depth  or  zone  and  the 
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SSS*  JSTJSte^^ , ™  £5  3ld  WetfT "f62'  »  sta(iW15'  ^  **«>«  necessary  ty  Lesse^  d^eTpnS 

i^St  ^         -    f  «m  in  sudn  operator,  free  of  cost,  any  oil.  335,  waw  and/or  other  substances  produced  on  the  leWpren*s« 

SS?^2^E?/^S       ?r  ln.«f**».  *^[M>9-  producing  or  marketing  from  the  leased  premises  or  lands  pooled  ihSUhrttto  andOa^rr^S 

^,  ^essor.nc^  » '•www  has  autnonty  33  gram  such  nghts  in  the  vicinity  of  the  leased  premises  or  lands  posted  therewnft  When  requested  by  Lwwto 
pCseslrTh^  "°  W0"  Sha"  *  man  200  feet  from  any  hew  "bS^cftSS 

n^^rlte^^^^^^^^H^^^^^^  ^Lessee  shall  pay  for  (farrago  caused  By  its  OBOa.i^mm^^o^impT^^^ 
^^rJSJT^  ?  Suciotf,cr         0110  to  "mmcfda  timber  and  growing  craps  thereon.  Lessee  shall  hove  the  right  at  any  ttne  to  remove  its  fixture^ 

r^L  ^£K^J!!£  **     «  ^-f    epras  (rttnjuoa.  shall  be  sub|ect  to  all  applicable  tews,  rules,  regulators  one!  orders  of  any  governmental  authority 

^ng,un5D,aiofl  including  restrictions  on  the  dnIDng  Bnd  production  of  welts,  and  the  pnoe  of  oil.  gas.  and  other  subsides  covered  t^wmavSgle^S^ 


  — -—b  —  W.        pw^v.  ".wnu  iiuu         vtieui  Lessor  is  wining  ro  *ccscn  irom  anv  tortv  on'onnQ  to  Durnha<^  fmm 

L™^3  lei??.c°vcr,nG  ^  °r    01  he  substances  covered  by  this  lease  and  cevenng  all  or «  portion  of  the  land  described  herein,  with  Release  be^m^S^uZ 
1  ?'  LeS501  tlerQby  5aflreas  10  nor"y  105566  in  """"3  of  sad  offer  immediately,  including  in  the  notice  the  name  and  addrecs  of  the  offeror,  me  price  offered 

Z  >.  a?ic:Dn.dn,ora  of  *°  offer-  Less**.  for  a  P«W  of  fifteen  days  after  receipt  of  the  not.ee.  snail  have  the  prior  and  preferred  nght  and  ooton  to 

purchase  the  lease  or  part  thereof  or  .merest  therein,  covered  by  the  offer  at  the  pnee  and  according  to  the  terms  and  conditions  spooficd  in  the  offer 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  given  Lessee 
wntten  noKc  fuHy  descnbing  the  breach  or  default  and  then  only  if  Lessee  falls  to  remedy  the  breach  or  default,  within  such  period,  in  me  event  the  matter  is  litigated  and 
7  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  Oe  forfeited  orcancelca  In  whole  or  in  part  unless  Lessee  is  given  a  reasonable 
time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  foils  to  do  so. 

14.  For  the  same  consideration  recited  above.  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  s  perpetual  subsurface  wen  bore 
easemen.  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (atong  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations  of  which  are 
sftuated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or 
other  benefit.  Such  subsurface  wdl  bore  easements  shall  run  mrth  the  land  sod  survive  any  termination  of  this  tease, 

15.  Lessor  hereby  warrants  and  agrees  to  defend  nae  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessees  option  may  pay  and  discharge  any  taxes 
mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option.  Lessee  shall  be  subrogated  to  the  rigMs  of  the  party  to 
whom  payment  is  made,  and,  in  addition  to  iK  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otheniwse  payable  to  Lessor  hereunder  in  the  event 
Lessee  is  made  aware  of  any  claim  Inconsistent  with  Lessor's  title,  Lessee  may  suspend  the  payment  01  reyaiBcs  and  shut-in  royalties  hereunder,  without  interest,  until 
Lessee  has  been  fumrshed  satisfactory  evidence  that  such  claim  has  been  resolved. 

16.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease,  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  l&asod  pTCrr&cs  for  dnlliiw  or  other 
operations.  " 

17.  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  pcrfod  ot  Two  0  years  from 
the  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and  conditions  as  granted  for  this  lease. 

13,  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original, 

Sa«  Exhibit  "A"  AfSachod  hereto  and  by  reference  made  a  part  horoof. 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  adsiowktSws  that  o3  and  -js  lose  payments,  in  th*  form  of  rental,  bonus  and  rovatty.  arc  market  sensitive  and  may 
vaiy  depend^  on  multiple  factors  and  that  this  Lease  b  the  product  Of  sood  faith  nc-otiations.  Lessor  understands  that  these  (case  payments  and  terms  are  final  and 
Sat  Lessor  cnterttt  into  this  tease  wit&out  dnros  or  undue  influence  Lessor  recognizes  that  lease  values  cogM  50  op  or  down  rfepcndm;  on  market  conditions.  Lessor 
acknowledges  that  no  represents tioas  or  assuranco  were  made  in  the  negotiation  of  this  lease  that  Lessor  would  -et  tbc  highest  price  or  difTcrcnt  terms  depending  on 
future  martat  conditniiH.  NeiBicr  party  to  (ht.  Icoc  will  seek  10  .titer  He  rerms  of  mis  transaction  based  upon  any  difTcrins  terms  which  Lessee  has  or  mav  negotiate 
with  any  oAcr  lessors/oi'.  and  33s  owners. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the  slgnatoryo 
heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabeve  named  as  Lessor. 

LESSOR  (WKETKEK  ONE  OR  MORE) 

SCH  ?rooerfi 


Sisnamr^     rt^Z*si/l  Jsf  V  {     X  /^i-^V   Signature:. 

BY:    dsh^TZks-  (/ .      <Zc&»*tA~  PrimcdName:. 


STATE  OF. 
COUNTY  Or . 

The  instrument  was  acknowledged  before  me  on  the 


ACKNOWLEDGMENT 


_day  of 


KIMBERLYANN  CLARK 
NOTARY  PUBLIC 
STATE  OF  TEXAS 

My  Comm.  Exp.  11-08-: 


■2012 


Notary  Public,  _ 
Notary's  name  (print  . 
Notary's  eornmoaion  Gxpin-s; 


COUNTY  OF 


This  instrument  was  acknowledged  before  mc  on  the  _ 


ACKNOWLEDGMENT 


_(Jay  of. 


,2010,  by. 


Notary  Puouc,  State  oTTeMS 
notary's  name  f  pnmea): 
Notary's  commission  expires: 
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EXHIBIT  A 

0.1 

Attached  to  and  made  a  part  of  that  certain  Oil  and  Gas  Lease  dated  the  (T'  of  October,  2010  by  and  between  SCH 
Properties,  LLC,  as  Lessor,  and  Chesapeake  Exploration,  L.L.C.,  as  Lessee  ("Lease"),  to  wit: 

1.  ADDENDUM  CONTROLS.  In  the  event  of  a  conflict  between  the  terms  of  this  Addendum  and  the  other  terms  of 
the  oil  and  gas  lease,  the  terms  of  this  Addendum  shall  control. 

2.  SURFACE  USE.  Lessee  is  prohibited  from  using  the  surface  of  the  leased  premises  for  any  purpose,  including  but 
not  limited  to  seismic  operations  or  gathering  lines,  but  Lessee  may  engage  in  directional  drilling  activities  beneath  the  leased 
premises  that  are  conducted  from  surface  locations  on  other  land.  A  directional  well  drilled  under  this  provision  shall  be 
considered  to  be  located  on  the  Land. 


3.  POOLING  DESIGNATIONS.  Upon  written  request,  Lessee  shall  provide  Lessor  with  a  recorded  copy  of  all 
recorded  pooling  designations  from  the  County  Clerk  regarding  the  leased  premises. 

4.  POOLING  ALL  OF  THE  LAND.  No  part  of  the  leased  premises  shall  be  pooled,  unless  all  of  the  leased  premises 
is  pooled  in  the  same  unit. 

5.  ROYALTY.  A)  As  to  all  oil  and  gas  sold  by  Lessee  to  an  unaffiliated  entity,  the  royalties  payable  to  Lessor  for  oil 
and  gas,  including  casinghead  gas  or  other  gaseous  substances  produced  and  saved  from  the  leased  premises  and  sold  on  or 
off  the  leased  premises,  shall  be  one-fourth  (l/4th)  of  the  net  proceeds  realized  by  Lessee  from  the  sale  thereof.  Upon  request, 
Lessee  shall  make  available  for  Lessor's  review  a  copy  of  any  gas  contract  entered  into  between  Lessee  and  such  unaffiliated 
entity  for  oil  and  gas  sold  from  the  leased  premises,  and  Lessor  shall  not  disclose  the  terms  of  such  contract  to  any  party 
without  the  prior  written  consent  of  Lessee.  It  is  agreed  between  the  Lessor  and  Lessee  that,  notwithstanding  any  language 
herein  to  the  contrary,  all  oil,  gas  or  other  proceeds  accruing  to  the  Lessor  under  this  lease  or  by  state  law  shall  be  without 
deduction  for  the  cost  of  producing,  gathering,  storing,  separating,  treating,  dehydrating,  compressing,  processing, 
transporting,  and  marketing  the  oil,  gas  and  other  products  produced  hereunder  to  transform  the  product  into  marketable 
form;  however,  any  such  costs  incurred  on  an  unaffiliated  interstate  or  intrastate  gas  pipeline  which  result  in  enhancing  the 
value  of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production 
so  long  as  they  are  based  on  Lessee's  actual  cost  of  such  enhancements. 

(B)  Where  an  entity  affiliated  with  Lessee  is  the  purchaser  of  the  oil  or  gas,  including  casinghead  gas  or 
other  gaseous  substances  produced  and  saved  from  the  leased  premises  and  sold  on  or  off  the  leased  premises,  the  royalties 
payable  to  Lessor  shall  be  one-fourth  (l/4th)  of  the  net  proceeds  received  by  Lessee  from  such  affiliated  entity  provided, 
however,  the  value  of  Lessor's  royalty  oil  or  gas  shall  be=not  less  than  an  amount  determined  through  the  use  of  market  value 
index  prices  for  the  month  of  production  as  set  forth  in  Published  Indices.  For  purposes  of  this  lease,  "Published  Indices" 
must  be  industry  recognized  published  price  references,  unaffiliated  with  Lessee,  which  reflect  the  market  value  for  oil  and 
natural  gas  produced  in  Tarrant  County,  Texas.  Examples  of  such  publications  include  Natural  Gas  Week,  Inside  F.E.R.C.'s 
Gas  Market  Report  and  Natural  Gas  Intelligence  Gas  Price  Index  and  other  current  or  future  publication  satisfying  the 
Published  Indices  criteria.  The  parties  may  mutually  agree  to  base  the  value  of  Lessor's  royalty  oil  or  gas  on  one  specific 
index  or  an  average  of  two  or  more  indices.  The  Published  Indices  relied  upon  to  determine  the  value  of  Lessor's  oil  or  gas 
may  be  changed  from  time  to  time  in  order  to  always  reflect  the  market  value  for  the  oil  and  gas  produced  from  the  leased 
premises.  Upon  request,  Lessee  shall  advise  Lessor  of  the  Published  Indices  being  used  to  determine  Lessor's  royalty. 

6..        SHUT-IN  ROYALTY.  If  at  any  time  after  the  expiration  of  the  Primary  Term,  there  is  a  gas  well  on  this  Lease  or 
on  acreage  pooled  therewith  capable  of  producing  gas  in  paying  quantities,  but  gas  is  not  being  sold,  Lessee  shall  pay  or 
tender  in  advance  an  annual  shut-in  royalty  of  $  1 00  per  acre  that  is  included  in  a  pooled  unit  including  land  covered  by  the 
Lease  and  is  shut-in.  Payment  with  respect  to  a  shut-in  well  will  be  due  within  90  days  after  the  well  is  shut-in.  While  shut-in 
royalty  payments  are  timely  and  properly  paid,  this  Lease  will  be  held  as  a  producing  lease.  The  right  of  Lessee  to  maintain 
this  Lease  in  force  by  payment  of  shut-in  gas  royalty  is  limited  to  the  period  of  two  consecutive  years  or  4  (four)  years  in  the 
aggregate.  The  obligation  of  Lessee  to  pay  shut-in  royalty  is  a  condition  and  not  a  covenant.  The  payment  or  tender  of  royalty 
under  this  paragraph  may  be  made  by  the  check  of  Lessee  mailed  or  delivered  to  the  parties  entitled  thereto  on  or  before  the 
due  date 
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7.  POOLING.  The  acreage  in  a  pooled  unit  may  not  exceed  40  acres  for  oil,  and  420  acres,  plus  a  tolerance  of  10%, 
for  gas. 

8.  LAPSE  OF  THE  LEASE.  At  the  time  of  the  lapse  of  this  Lease  by  any  of  its  terms  or  provisions,  Lessee  agrees  to 
promptly  execute  and  deliver  to  Lessor,  or  file  for  record  in  the  public  land  records  office  of  the  county  and  state  where  this 
property  lies,  a  written  release  and  surrender  of  this  lease  save  and  except  that  portion  maintained  by  virtue  of  any  provision 
of  this  Lease. 

9.  INSURANCE  REQUIREMENTS.  (A)  All  policies  shall  be  written  on  an  occurrence  basis  except  for 
Environmental  Pollution  Liability  (Seepage  and  Pollution  coverage)  and  excess  or  umbrella  liability,  which  may  be  made  on 
a  claims  made  basis.  Lessee  shall  be  responsible  for  the  deductibles  on  insurance  policies  maintained  by  Lessee.  Lessee's 
insurance  required  herein  must  include  premises,  operations,  blowout  or  explosion,  products,  completed  operations,  sudden 
and  accidental  pollution,  blanket  contractual  liability,  underground  resources  damage,  broad  form  property  damage, 
independent  contractor's  protective  liability,  and  personal  injury.  This  coverage  shall  be  in  a  minimum  combined  single  limit 
of  $1,000,000.00  per  occurrence  for  bodily  injury  and  property  damage.  Additionally  Lessee  must  provide  Lessor  evidence 
of  $5,000,000.00  of  excess  or  umbrella  liability  coverage.  Such  insurance  requirements  shall  be  met  by  a  combination  of 
self-insurance,  primary  and  excess  insurance  properties. 

(B)  Lessee's  policy  or  policies  should  cover  the  cost  of  controlling  a  well  that  is  out  of  control,  re- 
drilling  or  restoration  expenses,  seepage  and  pollution  damage  as  first  party  recovery  for  the  Lessee  and  related  expenses, 
including,  but  not  limited  to,  loss  of  equipment,  experts  and  evacuation  of  residents,  and  shall  provide  the  following  limits: 

$5,000,000.00  Per  occurrence/no  aggregate,  if  reasonably  available, 

otherwise  an  aggregate  of  five  (5)  million  dollars. 

$500,000.00  Sub  limit  endorsement  may  be  added  for  damage  to 

property  for  which  the  Lessee  has  care,  custody,  and 
control. 

10.  INDEMNITY.  (A)  Lessee  agrees  to  indemnify  and  hold  harmless  Lessor,  and  Lessor's  representatives, 
successors,  and  assigns  against  all  expenses,  claims,  demands,  liabilities,  and  causes  of  action  of  any  nature  for  injury 
to  or  death  of  persons  and  loss  or  damage  to  property,  including,  without  limitation,  reasonable  attorney  fees,  expert 
fees,  and  court  costs,  caused  by  Lessee's  operations  on  the  land  or  Lessee's  marketing  of  production  from  the  land  or 
any  violation  of  any  environmental  requirements  by  lessee.  As  used  in  this  paragraph,  the  term  "Lessee"  includes 
Lessee,  its  agents,  employees,  servants,  contractors,  and  any  other  person  acting  under  its  direction  and  control,  and 
its  independent  contractors.  Lessee's  indemnity  obligations  survive  the  termination  of  this  lease. 

(B)  Lessee  assumes  full  responsibility  and  liability  between  the  parties  hereto  for  any  pollution 
caused  by  Lessee's  operations  and  agrees  to  promptly  remedy  and  clean  up  any  such  pollution  at  Lessee's  sole 
expense,  and  to  hold  Lessor  harmless  from  all  claims  for  damages  caused  by  such  pollution.  Lessee  agrees  to  defend, 
at  Lessee's  expense,  any  such  suit  brought  against  Lessor  on  account  of  such  claims,  and  to  pay  any  judgment  against 
Lessor  resulting  from  any  such  suit. 

11.  COMPLIANCE  WITH  ENVIRONMENTAL  LAWS  AND  REGULATIONS.  Lessee,  its  successors  and 
assigns,  by  its  acceptance  of  this  lease,  hereby  agrees  to  comply  with  all  applicable  laws,  rules,  and  regulations  and  hereby 
assumes  full  responsibility  for,  and  agrees  to  indemnify,  defend,  and  hold  harmless,  Lessor  from  and  against  any  loss, 
liability,  claim,  fine,  expense  cost  (including  attorneys  fees  and  expenses),  and  cause  of  action  caused  by  or  arising  out  of  the 
violation  (or  defense  of  the  alleged  violation)  of  any  federal,  state,  or  local  laws,  rules  or  regulations  applicable  to  any  waste 
material,  drilling  matter  fluid,  or  any  hazardous  substances  released  or  caused  to  be  released  by  Lessee  or  Lessee's  agents,  or 
independent  contractors  from  the  land  leased  hereunder  into  the  atmosphere  or  into  or  upon  the  land  or  any  water  course  or 
body  of  water,  including  ground  water.  Additionally,  upon  receiving  any  notice  regarding  any  environmental,  pollution,  or 
contamination  problem  or  violation  of  any  law,  rule,  or  regulation,  Lessee  will  forward  a  copy  to  Lessor  by  certified  mail 
within  thirty  (30)  days.  If  Lessee  fails  to  deliver  such  notice  complying  with  the  requirements  of  this  section,  then  Lessee 
shall  pay  Lessor  an  amount  equal  to  One  Hundred  Dollars  ($  1 00.00)  per  acre  per  day  for  each  acre  of  the  Leased  Premises  that 
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is  affected  by  the  environmental,  pollution,  or  any  other  contamination  problem,  beginning  with  the  date  in  which  the  Lessee 
receives  notice  regarding  such  problem  and  ending  with  the  date  in  which  the  Lessor  becomes  noticed  of  such  problem.  This 
provision  and  its  indemnities  shall  survive  the  termination  of  this  Lease,  and  shall  enure  to  the  successors,  heirs,  and  assies 
of  Lessor  and  Lessee.  ° 

12.  MINERALS  COVERED.  This  Lease  covers  only  oil  and  gas.  The  term  "oil  and  gas"  means  oil,  gas,  and  other 
liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore. 

13.  NO  WARRANTIES.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this 
Lease,  Lessee  acknowledges  that  it  has  been  given  full  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  If  Lessor  owns  an  interest  in  the  Land 
less  than  the  entire  fee  simple  estate,  then  the  royalties  payable  hereunder  will  be  reduced  proportionately.  Lessee,  at  its 
option,  may  discharge  any  tax,  mortgage,  or  other  lien  on  the  Land,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  it. 

14.  ATTORNEY'S  FEES.  In  the  event  that  Lessor  is  required  to  employ  legal  counsel  for  the  enforcement  of  any 
provision  of  this  Lease  and  prevails,  Lessor  will  be  entitled  to  recover  from  Lessee  reasonable  attorney's  fees,  court  costs, 
and  related  expenses  incurred  by  Lessor. 

15.  DISPUTE  RESOLUTION.  In  the  event  of  a  dispute  under  this  Lease,  the  parties  agree  to  attempt  to  resolve  the 
dispute  through  good  faith  mediation  to  be  held  Tarrant  County,  Texas,  within  a  reasonable  time  after  the  dispute  becomes 
known.  The  duty  of  mediation  will  not  prevent  a  party  from  filing  a  legal  proceeding  either  before  or  after  the  mediation. 

16.  ADDITIONAL  ACREAGE-This  Lease  also  covers  and  includes  all  land  owned  or  claimed  by  Lessor  adjacent  or 
contiguous  to  the  Land,  whether  the  same  be  in  said  survey  or  surveys  or  in  adjacent  surveys,  although  not  included  within 
the  boundaries  of  the  leased  premises.  If  any  additional  acreage  is  included  in  this  Lease  pursuant  to  the  foregoing  sentence, 
then  bonus  shall  be  calculated  and  paid  as  to  said  additional  acreage  on  the  same  terms  as  it  is  calculated  and  paid  for  the 
leased  premises,  and  this  Lease  shall  be  deemed  to  include  all  said  additional  acreage.  Lessor  must  send  written  notice  to 
Lessee  of  any  discrepancies  in  acreage.  If  a  determination  is  made  wherein  a  discrepancy  exists,  Lessee  shall  have  30  days  to 
forward  any  addition  bonus  amount  owed. 

17.  OPERATIONS.  If,  at  the  expiration  of  the  Primary  Term,  oil  or  gas  is  not  being  produced  from  the  Land  or  on 
acreage  pooled  therewith,  but  Lessee  has  commenced  the  actual  drilling  of  a  well  in  a  unit  including  the  Land,  the  Lease  will 
not  terminate  but  will  remain  in  effect  for  so  long  thereafter  as  operations  are  carried  out  with  due  diligence  with  no  cessation 
of  more  than  60  days,  and  if  the  operations  result  in  the  production  of  oil  or  gas,  the  Lease  shall  remain  in  force  as  otherwise 
provided  herein.  For  the  purposes  of  this  Lease,  (i)  the  term  "operations"  means  operations  for  any  of  the  following:  drilling, 
testing,  completing,  reworking,  recompleting,  deepening,  plugging  back,  or  repairing  of  a  well  in  search  for  or  in  the 
endeavor  to  obtain  production  of  oil  or  gas,  and  (b)  the  term  "commencement  of  actual  drilling,"  and  similar  terms,  means  the 
penetration  of  the  surface  with  a  drilling  rig  capable  of  drilling  to  the  anticipated  total  depth  of  the  well  and  the  total  length  of 
any  horizontal  component  of  the  well. 


LESSEE 


LESSOR 


Senior  Vice  President  -  Land  &  Legal  and 
General  Counsel        u  ^ 
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